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These synopses are intended only as aids to the reader in
identifying the subject matter covered. They may not be
relied upon as authoritative interpretations.

INCOME TAX

Rev. Rul. 2006-49, page 584.

Interest rates; underpayments and overpayments. The
rate of interest determined under section 6621 of the Code
for the calendar quarter beginning October 1, 2006, will be
8 percent for overpayments (7 percent in the case of a cor-
poration), 8 percent for underpayments, and 10 percent for
large corporate underpayments. The rate of interest paid on
the portion of a corporate overpayment exceeding $10,000
will be 5.5 percent.

T.D. 9284, page 582.

Final regulations under section 6502 of the Code incorporate
changes imposed by the IRS Restructuring and Reform Act
of 1988 that limit the IRS’s ability to enter into agreements
extending the statute of limitations for collection.

REG-121509-00, page 602.

Proposed regulations under sections 959, 961, and 1502 of
the Code provide guidance relating to the exclusion from gross
income of previously taxed earnings and profits under section
959 and related basis adjustments under section 961.

REG-148576-05, page 627.

Proposed regulations under 31 USC 9701 increase the amount
of the user fees imposed under regulations sections 300.1 and
300.2 for entering into and restructuring or reinstating install-
ment agreements. The regulations bring the fees in line with
the actual costs to the IRS. Currently, the IRS charges $43 for
entering into an installment agreement and $24 for restructur-
ing or reinstating an installment agreement that is in default.
The IRS recently completed a review of the installment agree-
ment program and determined that the full cost of an install-
ment agreement is $105, and the full cost of restructuring or
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reinstating an installment agreement is $45. The regulations re-
flect these costs, with one exception; the fee for entering into
an installment agreement paid by way of a direct debit from
the taxpayer's checking account will be $52, to encourage this
type of payment arrangement. A public hearing is scheduled
for October 17, 2006.

Notice 2006-77, page 590.

This notice republishes Notice 2006-67, 2006-33 |.R.B. 248,
to reflect the citations to the final regulations for the additional
first year depreciation deduction provided by section 168(k)
of the Code. The notice provides guidance with respect to
the 50—-percent additional first year depreciation deduction pro-
vided by section 1400N(d) of the Code for qualified Gulf Op-
portunity (GO) Zone property. Notice 2006-67 modified and
superseded. Rev. Proc. 2002-9 modified and amplified.

Notice 2006-81, page 595.
Section 355. This notice provides guidance for making an
election under section 355(b)(3)(C) of the Code.

Notice 2006-83, page 596.

This notice provides guidance to individual chapter 11 debtors
and their bankruptcy estates regarding the tax treatment of
post-petition income as the result of the enactment of section
1115 of the Bankruptcy Code by the Bankruptcy Abuse Pre-
vention and Consumer Protection Act of 2005. The notice also
alerts information return preparers regarding their reporting re-
sponsibilities.

(Continued on the next page)



Rev. Proc. 2006-39, page 600.

This procedure provides the domestic asset/liability percent-
ages and domestic investment yields needed by foreign life in-
surance companies and foreign property and liability insurance
companies to compute their minimum effectively connected
net investment income under section 842(b) of the Code for
taxable years beginning after December 31, 2004.

Announcement 2006-71, page 630.

This document cancels a public hearing on proposed regula-
tions (REG-118775-06, 2006-28 I.R.B. 73) under sections
871 and 881 of the Code relating to the exclusion from gross
income of portfolio interest paid to a nonresident alien individ-
ual or foreign corporation.

Announcement 2006-72, page 630.

This document contains a correction to final regulations (T.D.
9277, 2006-33 I.R.B. 226) providing guidance regarding em-
ployer comparable contributions to Health Savings Accounts
(HSAs) under section 4980G of the Code.

EMPLOYEE PLANS

Notice 2006-80, page 594.

Weighted average interest rate update; corporate bond
indices; 30-year Treasury securities. The weighted aver-
age interest rate for September 2006 and the resulting permis-
sible range of interest rates used to calculate current liability
and to determine the required contribution are set forth.

Announcement 2006-70, page 629.

Minimum funding standards; alternative funding sched-
ule election. This announcement describes how to make an
election of an alternative funding schedule pursuant to section
402(a)(1) of the Pension Protection Act of 2006 (PPA) and con-
tains background for that election.

EMPLOYMENT TAX

Notice 2006-83, page 596.

This notice provides guidance to individual chapter 11 debtors
and their bankruptcy estates regarding the tax treatment of
post-petition income as the result of the enactment of section
1115 of the Bankruptcy Code by the Bankruptcy Abuse Pre-
vention and Consumer Protection Act of 2005. The notice also
alerts information return preparers regarding their reporting re-
sponsibilities.
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SELF-EMPLOYMENT TAX

Notice 2006-83, page 596.

This notice provides guidance to individual chapter 11 debtors
and their bankruptcy estates regarding the tax treatment of
post-petition income as the result of the enactment of section
1115 of the Bankruptcy Code by the Bankruptcy Abuse Pre-
vention and Consumer Protection Act of 2005. The notice also
alerts information return preparers regarding their reporting re-
sponsibilities.
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The IRS Mission

Provide America’'s taxpayers top quality service by helping
them understand and meet their tax responsibilities and by

Introduction

The Internal Revenue Bulletin is the authoritative instrument of
the Commissioner of Internal Revenue for announcing official
rulings and procedures of the Internal Revenue Service and for
publishing Treasury Decisions, Executive Orders, Tax Conven-
tions, legislation, court decisions, and other items of general
interest. It is published weekly and may be obtained from the
Superintendent of Documents on a subscription basis. Bulletin
contents are compiled semiannually into Cumulative Bulletins,
which are sold on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application of
the tax laws, including all rulings that supersede, revoke, mod-
ify, or amend any of those previously published in the Bulletin.
All published rulings apply retroactively unless otherwise indi-
cated. Procedures relating solely to matters of internal man-
agement are not published; however, statements of internal
practices and procedures that affect the rights and duties of
taxpayers are published.

Revenue rulings represent the conclusions of the Service on the
application of the law to the pivotal facts stated in the revenue
ruling. In those based on positions taken in rulings to taxpayers
or technical advice to Service field offices, identifying details
and information of a confidential nature are deleted to prevent
unwarranted invasions of privacy and to comply with statutory
requirements.

Rulings and procedures reported in the Bulletin do not have the
force and effect of Treasury Department Regulations, but they
may be used as precedents. Unpublished rulings will not be
relied on, used, or cited as precedents by Service personnel in
the disposition of other cases. In applying published rulings and
procedures, the effect of subsequent legislation, regulations,

applying the tax law with integrity and fairness to all.

court decisions, rulings, and procedures must be considered,
and Service personnel and others concerned are cautioned
against reaching the same conclusions in other cases unless
the facts and circumstances are substantially the same.

The Bulletin is divided into four parts as follows:

Part .—1986 Code.
This part includes rulings and decisions based on provisions of
the Internal Revenue Code of 1986.

Part ll.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions and Other Related ltems, and Subpart B, Leg-
islation and Related Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to these
subjects are contained in the other Parts and Subparts. Also
included in this part are Bank Secrecy Act Administrative Rul-
ings. Bank Secrecy Act Administrative Rulings are issued by
the Department of the Treasury's Office of the Assistant Sec-
retary (Enforcement).

Part IV.—Items of General Interest.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

The last Bulletin for each month includes a cumulative index
for the matters published during the preceding months. These
monthly indexes are cumulated on a semiannual basis, and are
published in the last Bulletin of each semiannual period.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.
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Part |. Rulings and Decisions Under the Internal Revenue Code

of 1986

Section 6502.—Collection
After Assessment

26 CFR 301.6501—-1: Collection after assessment.

T.D. 9284

DEPARTMENT OF

THE TREASURY

Internal Revenue Service
26 CFR Part 301

Collection After Assessment

AGENCY: Internal
(IRS), Treasury.

Revenue Service

ACTION: Final regulations.

SUMMARY: This document contains fi-
nal regulations relating to the collection of
tax liabilities after assessment. The regu-
lations reflect changes to the law made by
the Internal Revenue Service Restructur-
ing and Reform Act of 1998. These regula-
tions affect persons determining how long
the Internal Revenue Service has to collect
taxes that have been properly assessed.

DATES: Effective Date: These regulations
are effective September 6, 2006.

FOR  FURTHER INFORMATION
CONTACT: Debra A. Kohn, (202)
622-7985 (not a toll-free number).

SUPPLEMENTARY INFORMATION:
Background

This document contains amendments
to the Procedure and Administration Reg-
ulations (26 CFR part 301) under section
6502 of the Internal Revenue Code (Code).
The regulations reflect the amendment of
the Code by section 3461 of the Internal
Revenue Service Restructuring and Re-
form Act of 1998 (RRA 1998), Public
Law 105-206 (112 Stat. 685, 764).

On March 4, 2005, a notice of pro-
posed rulemaking (REG-148701-03,
2005-1 C.B. 802) relating to collection
after assessment was published in the
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Federal Register (70 FR 10572). No pub-
lic hearing was requested or held. Written
and electronic comments responding to
the notice of proposed rulemaking were
received. After consideration of all the
comments, the proposed regulations are
adopted as amended by this Treasury de-
cision. The revisions are discussed in this
preamble.

Collection of Tax Liabilities after
Assessment under Section 6502

Pursuant to section 6502 of the Code,
the IRS generally has 10 years from the
date of assessment to collect a timely as-
sessed tax liability. Prior to January 1,
2000, the effective date of section 3461
of RRA 1998, section 6502 permitted the
IRS to enter into agreements with the tax-
payer to extend the period of limitations
on collection at any time prior to the ex-
piration of the period provided in section
6502. Prior to the enactment of RRA 1998,
the IRS used these collection extension
agreements, or waivers, in various circum-
stances to protect its ability to collect a tax
liability beyond the original 10-year period
of limitations on collection. For example,
the IRS historically conditioned consider-
ation of an offer in compromise upon the
execution of a collection extension agree-
ment or waiver.

In addition, the Code contains several
provisions that operate to toll the period
of limitations on collection upon the oc-
currence of certain events. For example,
section 6331(k) operates in part to suspend
the period of limitations on collection for
the period of time during which an offer in
compromise is pending, for 30 days after
rejection, and while a timely filed appeal
is pending. Similarly, section 6503(h) op-
erates to suspend the period of limitations
on collection for the period of time dur-
ing which the IRS is prohibited from col-
lecting a tax due to a bankruptcy proceed-
ing, and for 6 months thereafter. These
statutory suspension provisions toll the pe-
riod of limitations on collection even if
the period of limitations on collection pre-
viously has been extended pursuant to an
executed collection extension agreement.
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See Klingshirn v. United States (In re
Klingshirn), 147 F.3d 526 (6" Cir. 1998).

Section 3461 of RRA 1998 amended
section 6502 of the Code to limit the ability
of the IRS to enter into agreements extend-
ing the period of limitations on collection.
Section 3461 of RRA 1998 also included
an off-Code provision governing the con-
tinued effect of collection extension agree-
ments executed on or before December 31,
1999.

Summary of Comments and
Explanation of Provisions

The final regulations incorporate the
amendments made by section 3461 of
RRA 1998. The regulations provide that
the IRS may enter into an agreement to ex-
tend the period of limitations on collection
if an extension agreement is executed: (1)
at the time an installment agreement is en-
tered into; or (2) prior to release of a levy
pursuant to section 6343, if the release
occurs after the expiration of the original
period of limitations on collection.

One set of comments received in re-
sponse to the notice of proposed rulemak-
ing recommended that the final regula-
tions: 1) deem void all waivers signed
prior to January 1, 2000, in conjunction
with installment agreements that did not
provide for payment in full of the under-
lying tax liability by the extended collec-
tion statute expiration date; and 2) pro-
vide that all taxpayers who have made pay-
ments since December 31, 2002, on such
installment agreements are entitled to a re-
fund of such payments. Because such pro-
visions are beyond the scope of the under-
lying statute, they are not included in the
final regulations.

Another set of comments received in re-
sponse to the notice of proposed rulemak-
ing concerned an inconsistency between
the language of section 3461(c)(2) and a
proposed alternative date of expiration for
extension agreements made on or before
December 31, 1999.

The notice of proposed rulemaking pro-
vided that extension agreements executed
on or before December 31, 1999, other
than those executed in connection with in-
stallment agreements, expire on the later
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of: (1) December 31, 2002, or if earlier, the
date on which the extension agreement ex-
pired by its terms; or (2) the end of the orig-
inal 10-year statutory period. The com-
ments reflect that the language of the pro-
posed regulations is inconsistent with the
language of the statute. Few cases exist
in which waivers executed on or before
December 31, 1999, are still open under
the statutory framework. Thus, there is no
longer a need to address this provision in
final regulations.

To the extent that the notice of proposed
rulemaking differs from the final regula-
tions, it is withdrawn as of the effective
date of the final regulations.

Special Analyses

It has been determined that this Trea-
sury decision is not a significant regula-
tory action as defined in Executive Order
12866. Therefore, a regulatory assessment
is not required. It also has been determined
that section 553(b) of the Administrative
Procedure Act (5 U.S.C. chapter 5) does
not apply to these regulations, and because
these regulations do not impose a collec-
tion of information on small entities, the
Regulatory Flexibility Act (5 U.S.C. chap-
ter 6) does not apply. Pursuant to section
7805(f) of the Code, the notice of proposed
rulemaking preceding this regulation was
submitted to the Chief Counsel for Advo-
cacy of the Small Business Administration
for comment on its impact on small busi-
ness.

Drafting Information

The principal author of these regula-
tions is Debra A. Kohn of the Office of the
Associate Chief Counsel (Procedure and
Administration), Collection, Bankruptcy
& Summonses Division.

I S S T

Adoption of Amendments to the
Regulations

Accordingly, 26 CFR part 301 is
amended as follows:

PART 301—PROCEDURE AND
ADMINISTRATION

Paragraph 1. The authority citation for
part 301 continues to read in part as fol-
lows:

October 2, 2006

Authority: 26 U.S.C. 7805 * * *
Par. 2. Section 301.6502—1 is revised
to read as follows:

§301.6502—1 Collection after assessment.

(a) General rule. In any case in which a
tax has been assessed within the applicable
statutory period of limitations on assess-
ment, a proceeding in court to collect the
tax may be commenced, or a levy to col-
lect the tax may be made, within 10 years
after the date of assessment.

(b) Agreement to extend the period of
limitations on collection. The Secretary
may enter into an agreement with a tax-
payer to extend the period of limitations on
collection in the following circumstances:

(1) Extension agreement entered into in
connection with an installment agreement.
If the Secretary and the taxpayer enter into
an installment agreement for the tax lia-
bility prior to the expiration of the period
of limitations on collection, the Secretary
and the taxpayer, at the time the install-
ment agreement is entered into, may enter
into a written agreement to extend the pe-
riod of limitations on collection to a date
certain. A written extension agreement en-
tered into under this paragraph shall extend
the period of limitations on collection until
the 89t day after the date agreed upon in
the written agreement.

(2) Extension agreement entered into in
connection with the release of a levy under
section 6343. If the Secretary has levied on
any part of the taxpayer’s property prior to
the expiration of the period of limitations
on collection and the levy is subsequently
released pursuant to section 6343 after the
expiration of the period of limitations on
collection, the Secretary and the taxpayer,
prior to the release of the levy, may enter
into a written agreement to extend the pe-
riod of limitations on collection to a date
certain. A written extension agreement en-
tered into under this paragraph shall extend
the period of limitations on collection un-
til the date agreed upon in the extension
agreement.

(c) Proceeding in court for the collec-
tion of the tax. If a proceeding in court
for the collection of a tax is begun within
the period provided in paragraph (a) of this
section (or within any extended period as
provided in paragraph (b) of this section),
the period during which the tax may be col-
lected by levy is extended until the liability
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for the tax or a judgment against the tax-
payer arising from the liability is satisfied
or becomes unenforceable.

(d) Effect of statutory suspensions of the
period of limitations on collection if ex-
ecuted collection extension agreement is
in effect. (1) Any statutory suspension of
the period of limitations on collection tolls
the running of the period of limitations
on collection, as extended pursuant to an
executed extension agreement under para-
graph (b) of this section, for the amount of
time set forth in the relevant statute.

(2) The following example illustrates
the principle set forth in this paragraph (d):

Example. In June of 2003, the Internal Revenue
Service (IRS) enters into an installment agreement
with the taxpayer to provide for periodic payments
of the taxpayer’s timely assessed tax liabilities. At
the time the installment agreement is entered into,
the taxpayer and the IRS execute a written agree-
ment to extend the period of limitations on collec-
tion. The extension agreement executed in connec-
tion with the installment agreement operates to ex-
tend the period of limitations on collection to the date
agreed upon in the extension agreement, plus 89 days.
Subsequently, and prior to the expiration of the ex-
tended period of limitations on collection, the tax-
payer files a bankruptcy petition under chapter 7 of
the Bankruptcy Code and receives a discharge from
bankruptcy a few months later. Assuming the tax is
not discharged in the bankruptcy, section 6503(h) of
the Internal Revenue Code operates to suspend the
running of the previously extended period of limi-
tations on collection for the period of time the IRS
is prohibited from collecting due to the bankruptcy
proceeding, and for 6 months thereafter. The new
expiration date for the IRS to collect the tax is the
date agreed upon in the previously executed exten-
sion agreement, plus 89 days, plus the period during
which the IRS is prohibited from collecting due to the
bankruptcy proceeding, plus 6 months.

(e) Date when levy is considered made.
The date on which a levy on property or
rights to property is considered made is
the date on which the notice of seizure re-
quired under section 6335(a) is given.

(f) Effective date. This section is appli-
cable on September 6, 2006.

Mark E. Matthews,
Deputy Commissioner for
Services and Enforcement.

Approved August 22, 2006.

Eric Solomon,

Acting Deputy Assistant Secretary

of the Treasury (Tax Policy).

(Filed by the Office of the Federal Register on September

5, 2006, 8:45 a.m., and published in the issue of the Federal
Register for September 6, 2006, 71 ER. 52444)
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Section 6621.—Determina-
tion of Rate of Interest

26 CFR 301.6621-1: Interest rate.

Interest rates; underpayments and
overpayments. The rate of interest deter-
mined under section 6621 of the Code for
the calendar quarter beginning October 1,
2006, will be 8 percent for overpayments
(7 percent in the case of a corporation), 8
percent for underpayments, and 10 percent
for large corporate underpayments. The
rate of interest paid on the portion of a
corporate overpayment exceeding $10,000
will be 5.5 percent.

Rev. Rul. 2006-49

Section 6621 of the Internal Revenue
Code establishes the rates for interest
on tax overpayments and tax underpay-
ments. Under section 6621(a)(1), the
overpayment rate is the sum of the federal
short-term rate plus 3 percentage points (2
percentage points in the case of a corpo-
ration), except the rate for the portion of
a corporate overpayment of tax exceeding
$10,000 for a taxable period is the sum of
the federal short-term rate plus 0.5 of a
percentage point for interest computations
made after December 31, 1994. Under
section 6621(a)(2), the underpayment rate
is the sum of the federal short-term rate
plus 3 percentage points.

Section 6621(c) provides that for pur-
poses of interest payable under section
6601 on any large corporate underpay-
ment, the underpayment rate under section

6621(a)(2) is determined by substituting
“5 percentage points” for “3 percentage
points.” See section 6621(c) and section
301.6621-3 of the Regulations on Proce-
dure and Administration for the definition
of a large corporate underpayment and
for the rules for determining the appli-
cable date. Section 6621(c) and section
301.6621-3 are generally effective for
periods after December 31, 1990.

Section 6621(b)(1) provides that the
Secretary will determine the federal
short-term rate for the first month in each
calendar quarter.

Section 6621(b)(2)(A) provides that the
federal short-term rate determined under
section 6621(b)(1) for any month applies
during the first calendar quarter beginning
after such month.

Section 6621(b)(3) provides that the
federal short-term rate for any month is
the federal short-term rate determined
during such month by the Secretary in
accordance with § 1274(d), rounded to the
nearest full percent (or, if a multiple of 1/2
of 1 percent, the rate is increased to the
next highest full percent).

Notice 88-59, 1988-1 C.B. 546, an-
nounced that, in determining the quarterly
interest rates to be used for overpayments
and underpayments of tax under section
6621, the Internal Revenue Service will
use the federal short-term rate based on
daily compounding because that rate is
most consistent with section 6621 which,
pursuant to section 6622, is subject to daily
compounding.

Rounded to the nearest full percent, the
federal short-term rate based on daily com-
pounding determined during the month of
July 2006 is 5 percent. Accordingly, an
overpayment rate of 8 percent (7 percent
in the case of a corporation) and an under-
payment rate of 8 percent are established
for the calendar quarter beginning October
1, 2006. The overpayment rate for the por-
tion of a corporate overpayment exceeding
$10,000 for the calendar quarter beginning
October 1, 2006, is 5.5 percent. The un-
derpayment rate for large corporate under-
payments for the calendar quarter begin-
ning October 1, 2006, is 10 percent. These
rates apply to amounts bearing interest dur-
ing that calendar quarter.

Interest factors for daily compound in-
terest for annual rates of 5.5 percent, 7 per-
cent, 8 percent, and 10 percent are pub-
lished in Tables 16, 19, 21, and 25 of Rev.
Proc. 95-17, 1995-1 C.B. 556, 570, 573,
575, and 579.

Annual interest rates to be compounded
daily pursuant to section 6622 that apply
for prior periods are set forth in the tables
accompanying this revenue ruling.

DRAFTING INFORMATION

The principal author of this revenue rul-
ing is Crystal Foster of the Office of Asso-
ciate Chief Counsel (Procedure & Admin-
istration). For further information regard-
ing this revenue ruling, contact Ms. Foster
at (202) 622-7198 (not a toll-free call).

PERIOD

Before Jul. 1, 1975

Jul. 1, 1975—7Jan. 31, 1976

Feb. 1, 1976—1Jan. 31, 1978
Feb. 1, 1978—Jan. 31, 1980
Feb. 1, 1980—Jan. 31, 1982
Feb. 1, 1982—Dec. 31, 1982
Jan. 1, 1983—Jun. 30, 1983
Jul. 1, 1983—Dec. 31, 1983
Jan. 1, 1984—1Jun. 30, 1984
Jul. 1, 1984—Dec. 31, 1984
Jan. 1, 1985—1Jun. 30, 1985
Jul. 1, 1985—Dec. 31, 1985

TABLE OF INTEREST RATES

PERIODS BEFORE JUL. 1, 1975 — PERIODS ENDING DEC. 31, 1986
OVERPAYMENTS AND UNDERPAYMENTS

RATE

6%
9%
7%
6%
12%
20%
16%
11%
11%
11%
13%
11%

In 1995-1 C.B.
DAILY RATE TABLE

Table 2, pg. 557
Table 4, pg. 559
Table 3, pg. 558
Table 2, pg. 557
Table 5, pg. 560
Table 6, pg. 560
Table 37, pg. 591
Table 27, pg. 581
Table 75, pg. 629
Table 75, pg. 629
Table 31, pg. 585
Table 27, pg. 581

2006-40 I.R.B.
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TABLE OF INTEREST RATES
PERIODS BEFORE JUL. 1, 1975 — PERIODS ENDING DEC. 31, 1986
OVERPAYMENTS AND UNDERPAYMENTS - Continued
In 1995-1 C.B.
PERIOD RATE DAILY RATE TABLE
Jan. 1, 1986—Jun. 30, 1986 10% Table 25, pg. 579
Jul. 1, 1986—Dec. 31, 1986 9% Table 23, pg. 577
TABLE OF INTEREST RATES
FROM JAN. 1, 1987 — Dec. 31, 1998
OVERPAYMENTS UNDERPAYMENTS
1995-1 C.B. 1995-1 C.B.

RATE TABLE PG RATE TABLE PG
Jan. 1, 1987—Mar. 31, 1987 8% 21 575 9% 23 577
Apr. 1, 1987—1Jun. 30, 1987 8% 21 575 9% 23 577
Jul. 1, 1987—Sep. 30, 1987 8% 21 575 9% 23 577
Oct. 1, 1987—Dec. 31, 1987 9% 23 577 10% 25 579
Jan. 1, 1988—Mar. 31, 1988 10% 73 627 11% 75 629
Apr. 1, 1988—1Jun. 30, 1988 9% 71 625 10% 73 627
Jul. 1, 1988—Sep. 30, 1988 9% 71 625 10% 73 627
Oct. 1, 1988—Dec. 31, 1988 10% 73 627 11% 75 629
Jan. 1, 1989—Mar. 31, 1989 10% 25 579 11% 27 581
Apr. 1, 1989—1Jun. 30, 1989 11% 27 581 12% 29 583
Jul. 1, 1989—Sep. 30, 1989 11% 27 581 12% 29 583
Oct. 1, 1989—Dec. 31, 1989 10% 25 579 11% 27 581
Jan. 1, 1990—Mar. 31, 1990 10% 25 579 11% 27 581
Apr. 1, 1990—1Jun. 30, 1990 10% 25 579 11% 27 581
Jul. 1, 1990—Sep. 30, 1990 10% 25 579 11% 27 581
Oct. 1, 1990—Dec. 31, 1990 10% 25 579 11% 27 581
Jan. 1, 1991—Mar. 31, 1991 10% 25 579 11% 27 581
Apr. 1, 1991—1Jun. 30, 1991 9% 23 577 10% 25 579
Jul. 1, 1991—Sep. 30, 1991 9% 23 577 10% 25 579
Oct. 1, 1991—Dec. 31, 1991 9% 23 577 10% 25 579
Jan. 1, 1992—Mar. 31, 1992 8% 69 623 9% 71 625
Apr. 1, 1992—Jun. 30, 1992 7% 67 621 8% 69 623
Jul. 1, 1992—Sep. 30, 1992 7% 67 621 8% 69 623
Oct. 1, 1992—Dec. 31, 1992 6% 65 619 7% 67 621
Jan. 1, 1993—Mar. 31, 1993 6% 17 571 7% 19 573
Apr. 1, 1993—Jun. 30, 1993 6% 17 571 7% 19 573
Jul. 1, 1993—Sep. 30, 1993 6% 17 571 7% 19 573
Oct. 1, 1993—Dec. 31, 1993 6% 17 571 7% 19 573
Jan. 1, 1994—Mar. 31, 1994 6% 17 571 7% 19 573
Apr. 1, 1994—Jun. 30, 1994 6% 17 571 7% 19 573
Jul. 1, 1994—Sep. 30, 1994 7% 19 573 8% 21 575
Oct. 1, 1994—Dec. 31, 1994 8% 21 575 9% 23 577
Jan. 1, 1995—Mar. 31, 1995 8% 21 575 9% 23 577
Apr. 1, 1995—1Jun. 30, 1995 9% 23 577 10% 25 579
Jul. 1, 1995—Sep. 30, 1995 8% 21 575 9% 23 577
Oct. 1, 1995—Dec. 31, 1995 8% 21 575 9% 23 577
Jan. 1, 1996—Mar. 31, 1996 8% 69 623 9% 71 625
Apr. 1, 1996—1Jun. 30, 1996 7% 67 621 8% 69 623
Jul. 1, 1996—Sep. 30, 1996 8% 69 623 9% 71 625
Oct. 1, 1996—Dec. 31, 1996 8% 69 623 9% 71 625
Jan. 1, 1997—Mar. 31, 1997 8% 21 575 9% 23 577
Apr. 1, 1997—1Jun. 30, 1997 8% 21 575 9% 23 577
Jul. 1, 1997—Sep. 30, 1997 8% 21 575 9% 23 577
Oct. 1, 1997—Dec. 31, 1997 8% 21 575 9% 23 577
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TABLE OF INTEREST RATES
FROM JAN. 1, 1987 — Dec. 31, 1998 — Continued
OVERPAYMENTS UNDERPAYMENTS
1995-1 C.B. 1995-1 C.B.

RATE TABLE PG RATE TABLE PG

Jan. 1, 1998—Mar. 31, 1998 8% 21 575 9% 23 577

Apr. 1, 1998—1Jun. 30, 1998 7% 19 573 8% 21 575

Jul. 1, 1998—Sep. 30, 1998 7% 19 573 8% 21 575

Oct. 1, 1998—Dec. 31, 1998 7% 19 573 8% 21 575

TABLE OF INTEREST RATES
FROM JANUARY 1, 1999 — PRESENT
NONCORPORATE OVERPAYMENTS AND UNDERPAYMENTS
1995-1 C.B.

RATE TABLE PG
Jan. 1, 1999—Mar. 31, 1999 7% 19 573
Apr. 1, 1999—]Jun. 30, 1999 8% 21 575
Jul. 1, 1999—Sep. 30, 1999 8% 21 575
Oct. 1, 1999—Dec. 31, 1999 8% 21 575
Jan. 1, 2000—Mar. 31, 2000 8% 69 623
Apr. 1, 2000—Jun. 30, 2000 9% 71 625
Jul. 1, 2000—Sep. 30, 2000 9% 71 625
Oct. 1, 2000—Dec. 31, 2000 9% 71 625
Jan. 1, 2001—Mar. 31, 2001 9% 23 577
Apr. 1, 2001—Jun. 30, 2001 8% 21 575
Jul. 1, 2001—Sep. 30, 2001 7% 19 573
Oct. 1, 2001—Dec. 31, 2001 7% 19 573
Jan. 1, 2002—Mar. 31, 2002 6% 17 571
Apr. 1,2002—]Jun. 30, 2002 6% 17 571
Jul. 1, 2002—Sep. 30, 2002 6% 17 571
Oct. 1, 2002—Dec. 31, 2002 6% 17 571
Jan. 1, 2003—Mar. 31, 2003 5% 15 569
Apr. 1, 2003—Jun. 30, 2003 5% 15 569
Jul. 1, 2003—Sep. 30, 2003 5% 15 569
Oct. 1, 2003—Dec. 31, 2003 4% 13 567
Jan. 1, 2004—Mar. 31, 2004 4% 61 615
Apr. 1, 2004—Jun. 30, 2004 5% 63 617
Jul. 1, 2004—Sep. 30, 2004 4% 61 615
Oct. 1, 2004—Dec. 31, 2004 5% 63 617
Jan. 1, 2005—Mar. 31, 2005 5% 15 569
Apr. 1, 2005—]Jun. 30, 2005 6% 17 571
Jul. 1, 2005—Sep. 30, 2005 6% 17 571
Oct. 1, 2005—Dec. 31, 2005 7% 19 573
Jan. 1, 2006—Mar. 31, 2006 7% 19 573
Apr. 1, 2006—Jun. 30, 2006 7% 19 573
Jul. 1, 2006—Sep. 30, 2006 8% 21 575
Oct. 1, 2006—Dec. 31, 2006 8% 21 575
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TABLE OF INTEREST RATES
FROM JANUARY 1, 1999 — PRESENT
CORPORATE OVERPAYMENTS AND UNDERPAYMENTS

OVERPAYMENTS UNDERPAYMENTS
1995-1 C.B. 1995-1 C.B.

RATE TABLE PG RATE TABLE PG
Jan. 1, 1999—Mar. 31, 1999 6% 17 571 7% 19 573
Apr. 1, 1999—]Jun. 30, 1999 7% 19 573 8% 21 575
Jul. 1, 1999—Sep. 30, 1999 7% 19 573 8% 21 575
Oct. 1, 1999—Dec. 31, 1999 7% 19 573 8% 21 575
Jan. 1, 2000—Mar. 31, 2000 7% 67 621 8% 69 623
Apr. 1, 2000—Jun. 30, 2000 8% 69 623 9% 71 625
Jul. 1, 2000—Sep. 30, 2000 8% 69 623 9% 71 625
Oct. 1, 2000—Dec. 31, 2000 8% 69 623 9% 71 625
Jan. 1, 2001—Mar. 31, 2001 8% 21 575 9% 23 577
Apr. 1, 2001—Jun. 30, 2001 7% 19 573 8% 21 575
Jul. 1, 2001—Sep. 30, 2001 6% 17 571 7% 19 573
Oct. 1, 2001—Dec. 31, 2001 6% 17 571 7% 19 573
Jan. 1, 2002—Mar. 31, 2002 5% 15 569 6% 17 571
Apr. 1, 2002—]Jun. 30, 2002 5% 15 569 6% 17 571
Jul. 1, 2002—Sep. 30, 2002 5% 15 569 6% 17 571
Oct. 1, 2002—Dec. 31, 2002 5% 15 569 6% 17 571
Jan. 1, 2003—Mar. 31, 2003 4% 13 567 5% 15 569
Apr. 1, 2003—Jun. 30, 2003 4% 13 567 5% 15 569
Jul. 1, 2003—Sep. 30, 2003 4% 13 567 5% 15 569
Oct. 1, 2003—Dec. 31, 2003 3% 11 565 4% 13 567
Jan. 1, 2004—Mar. 31, 2004 3% 59 613 4% 61 615
Apr. 1, 2004—IJun. 30, 2004 4% 61 615 5% 63 617
Jul. 1, 2004—Sep. 30, 2004 3% 59 613 4% 61 615
Oct. 1, 2004—Dec. 31, 2004 4% 61 615 5% 63 617
Jan. 1, 2005—Mar. 31, 2005 4% 13 567 5% 15 569
Apr. 1, 2005—]Jun. 30, 2005 5% 15 569 6% 17 571
Jul. 1, 2005—Sep. 30, 2005 5% 15 569 6% 17 571
Oct. 1, 2005—Dec. 31, 2005 6% 17 571 7% 19 573
Jan. 1, 2006—Mar. 31, 2006 6% 17 571 7% 19 573
Apr. 1, 2006—Jun. 30, 2006 6% 17 571 7% 19 573
Jul. 1, 2006—Sep. 30, 2006 7% 19 573 8% 21 575
Oct. 1, 2006—Dec. 31, 2006 7% 19 573 8% 21 575

TABLE OF INTEREST RATES FOR
LARGE CORPORATE UNDERPAYMENTS

FROM JANUARY 1, 1991 — PRESENT

1995-1 C.B.

RATE TABLE PG
Jan. 1, 1991—Mar. 31, 1991 13% 31 585
Apr. 1, 1991—Jun. 30, 1991 12% 29 583
Jul. 1, 1991—Sep. 30, 1991 12% 29 583
Oct. 1, 1991—Dec. 31, 1991 12% 29 583
Jan. 1, 1992—Mar. 31, 1992 11% 75 629
Apr. 1, 1992—]Jun. 30, 1992 10% 73 627
Jul. 1, 1992—Sep. 30, 1992 10% 73 627
Oct. 1, 1992—Dec. 31, 1992 9% 71 625
Jan. 1, 1993—Mar. 31, 1993 9% 23 577
Apr. 1, 1993—]Jun. 30, 1993 9% 23 577
Jul. 1, 1993—Sep. 30, 1993 9% 23 577
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TABLE OF INTEREST RATES FOR
LARGE CORPORATE UNDERPAYMENTS
FROM JANUARY 1, 1991 — PRESENT - Continued
1995-1 C.B.

RATE TABLE PG
Oct. 1, 1993—Dec. 31, 1993 9% 23 577
Jan. 1, 1994—Mar. 31, 1994 9% 23 577
Apr. 1, 1994—]Jun. 30, 1994 9% 23 577
Jul. 1, 1994—Sep. 30, 1994 10% 25 579
Oct. 1, 1994—Dec. 31, 1994 11% 27 581
Jan. 1, 1995—Mar. 31, 1995 11% 27 581
Apr. 1, 1995—]Jun. 30, 1995 12% 29 583
Jul. 1, 1995—Sep. 30, 1995 11% 27 581
Oct. 1, 1995—Dec. 31, 1995 11% 27 581
Jan. 1, 1996—Mar. 31, 1996 11% 75 629
Apr. 1, 1996—1Jun. 30, 1996 10% 73 627
Jul. 1, 1996—Sep. 30, 1996 11% 75 629
Oct. 1, 1996—Dec. 31, 1996 11% 75 629
Jan. 1, 1997—Mar. 31, 1997 11% 27 581
Apr. 1, 1997—1Jun. 30, 1997 11% 27 581
Jul. 1, 1997—Sep. 30, 1997 11% 27 581
Oct. 1, 1997—Dec. 31, 1997 11% 27 581
Jan. 1, 1998—Mar. 31, 1998 11% 27 581
Apr. 1, 1998—]Jun. 30, 1998 10% 25 579
Jul. 1, 1998—Sep. 30, 1998 10% 25 579
Oct. 1, 1998—Dec. 31, 1998 10% 25 579
Jan. 1, 1999—Mar. 31, 1999 9% 23 577
Apr. 1, 1999—1Jun. 30, 1999 10% 25 579
Jul. 1, 1999—Sep. 30, 1999 10% 25 579
Oct. 1, 1999—Dec. 31, 1999 10% 25 579
Jan. 1, 2000—Mar. 31, 2000 10% 73 627
Apr. 1, 2000—Jun. 30, 2000 11% 75 629
Jul. 1, 2000—Sep. 30, 2000 11% 75 629
Oct. 1, 2000—Dec. 31, 2000 11% 75 629
Jan. 1, 2001—Mar. 31, 2001 11% 27 581
Apr. 1, 2001—]Jun. 30, 2001 10% 25 579
Jul. 1, 2001—Sep. 30, 2001 9% 23 577
Oct. 1, 2001—Dec. 31, 2001 9% 23 577
Jan. 1, 2002—Mar. 31, 2002 8% 21 575
Apr. 1, 2002—Jun. 30, 2002 8% 21 575
Jul. 1, 2002—Sep. 30, 2002 8% 21 575
Oct. 1, 2002—Dec. 30, 2002 8% 21 575
Jan. 1, 2003—Mar. 31, 2003 7% 19 573
Apr. 1, 2003—]Jun. 30, 2003 7% 19 573
Jul. 1, 2003—Sep. 30, 2003 7% 19 573
Oct. 1, 2003—Dec. 31, 2003 6% 17 571
Jan. 1, 2004—Mar. 31, 2004 6% 65 619
Apr. 1, 2004—]Jun. 30, 2004 7% 67 621
Jul. 1, 2004—Sep. 30, 2004 6% 65 619
Oct. 1, 2004—Dec. 31, 2004 7% 67 621
Jan. 1, 2005—Mar. 31, 2005 7% 19 573
Apr. 1, 2005—Jun. 30, 2005 8% 21 575
Jul. 1, 2005—Sep. 30, 2005 8% 21 575
Oct. 1, 2005—Dec. 31, 2005 9% 23 577
Jan. 1, 2006—Mar. 31, 2006 9% 23 577
Apr. 1, 2006—Jun. 30, 2006 9% 23 577
Jul. 1, 2006—Sep. 30, 2006 10% 25 579
Oct. 1, 2006—Dec. 31, 2006 10% 25 579
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TABLE OF INTEREST RATES FOR CORPORATE
OVERPAYMENTS EXCEEDING $10,000
FROM JANUARY 1, 1995 — PRESENT
1995-1 C.B.

RATE TABLE PG
Jan. 1, 1995—Mar. 31, 1995 6.5% 18 572
Apr. 1, 1995—Jun. 30, 1995 7.5% 20 574
Jul. 1, 1995—Sep. 30, 1995 6.5% 18 572
Oct. 1, 1995—Dec. 31, 1995 6.5% 18 572
Jan. 1, 1996—Mar. 31, 1996 6.5% 66 620
Apr. 1, 1996—Jun. 30, 1996 5.5% 64 618
Jul. 1, 1996—Sep. 30, 1996 6.5% 66 620
Oct. 1, 1996—Dec. 31, 1996 6.5% 66 620
Jan. 1, 1997—Mar. 31, 1997 6.5% 18 572
Apr. 1, 1997—1Jun. 30, 1997 6.5% 18 572
Jul. 1, 1997—Sep. 30, 1997 6.5% 18 572
Oct. 1, 1997—Dec. 31, 1997 6.5% 18 572
Jan. 1, 1998—Mar. 31, 1998 6.5% 18 572
Apr. 1, 1998—Jun. 30, 1998 5.5% 16 570
Jul. 1, 1998—Sep. 30, 1998 5.5% 16 570
Oct. 1, 1998—Dec. 31, 1998 5.5% 16 570
Jan. 1, 1999—Mar. 31, 1999 4.5% 14 568
Apr. 1, 1999—Jun. 30, 1999 5.5% 16 570
Jul. 1, 1999—Sep. 30, 1999 5.5% 16 570
Oct. 1, 1999—Dec. 31, 1999 5.5% 16 570
Jan. 1, 2000—Mar. 31, 2000 5.5% 64 618
Apr. 1, 2000—1Jun. 30, 2000 6.5% 66 620
Jul. 1, 2000—Sep. 30, 2000 6.5% 66 620
Oct. 1, 2000—Dec. 31, 2000 6.5% 66 620
Jan. 1, 2001—Mar. 31, 2001 6.5% 18 572
Apr. 1, 2001—Jun. 30, 2001 5.5% 16 570
Jul. 1, 2001—Sep. 30, 2001 4.5% 14 568
Oct. 1, 2001—Dec. 31, 2001 4.5% 14 568
Jan. 1, 2002—Mar. 31, 2002 3.5% 12 566
Apr. 1, 2002—Jun. 30, 2002 3.5% 12 566
Jul. 1, 2002—Sep. 30, 2002 3.5% 12 566
Oct. 1, 2002—Dec. 31, 2002 3.5% 12 566
Jan. 1, 2003—Mar. 31, 2003 2.5% 10 564
Apr. 1, 2003—Jun. 30, 2003 2.5% 10 564
Jul. 1, 2003—Sep. 30, 2003 2.5% 10 564
Oct. 1, 2003—Dec. 31, 2003 1.5% 8 562
Jan. 1, 2004—Mar. 31, 2004 1.5% 56 610
Apr. 1, 2004—Jun. 30, 2004 2.5% 58 612
Jul. 1, 2004—Sep. 30, 2004 1.5% 56 610
Oct. 1, 2004—Dec. 31, 2004 2.5% 58 612
Jan. 1, 2005—Mar. 31, 2005 2.5% 10 564
Apr. 1, 2005—1Jun. 30, 2005 3.5% 12 566
Jul. 1, 2005—Sep. 30, 2005 3.5% 12 566
Oct. 1, 2005—Dec. 31, 2005 4.5% 14 568
Jan. 1, 2006—Mar. 31, 2006 4.5% 14 568
Apr. 1, 2006—1Jun. 30, 2006 4.5% 14 568
Jul. 1, 2006—Sep. 30, 2006 5.5% 16 570
Oct. 1, 2006—Dec. 31, 2006 5.5% 16 570
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Part lll. Administrative, Procedural, and Miscellaneous

GO Zone Bonus Depreciation

Notice 2006-77
SECTION 1. PURPOSE

This notice re-publishes Notice
2006-67, 2006-33 I.R.B. 248, to reflect
the citations to the final regulations for the
additional first year depreciation deduc-
tion provided by § 168(k) of the Internal
Revenue Code that are published in the
Federal Register on August 31, 2006 (71
FR 51727). Notice 2006-67 provided
guidance with respect to the 50-percent
additional first year depreciation deduc-
tion provided by § 1400N(d) (GO Zone
additional first year depreciation deduc-
tion) for qualified Gulf Opportunity Zone
property (GO Zone property). This notice
provides that same guidance.

SECTION 2. BACKGROUND AND GO
ZONE PROPERTY

.01 Section 1400N(d), added by section
101 of the Gulf Opportunity Zone Act of
2005, Pub. L. No. 109-135, 119 Stat.
2577, generally allows a 50-percent ad-
ditional first year depreciation deduction
for GO Zone property. The GO Zone ad-
ditional first year depreciation deduction
is allowable in the taxable year in which
the GO Zone property is placed in ser-
vice by the taxpayer. The computation
of the allowable GO Zone additional first
year depreciation deduction and the oth-
erwise allowable depreciation deduction
for GO Zone property is made in accor-
dance with rules similar to the rules for
50-percent bonus depreciation property in
§ 1.168(k)-1(d)(1)(i), (1)(ii), and (2) of
the Income Tax Regulations.

.02 GO Zone property is depreciable
property that meets all of the following
requirements:

(H Property that is de-
scribed in  § 168(k)(2)(A)(i) and
§ 1.168(k)-1(b)(2)(i), or property that is
nonresidential real property (as defined
in § 168(e)(2)(B)) or residential rental
property (as defined in § 168(e)(2)(A))
and depreciated under § 168;

(2) Substantially all of the use of the
property is in the Gulf Opportunity (GO)
Zone (as defined in § 1400M(1)) and in
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the active conduct of a trade or business
by the taxpayer in the GO Zone (for further
guidance, see section 3 of this notice);

(3) The original use of the property
commences with the taxpayer in the
GO Zone on or after August 28, 2005.
For purposes of this section 2.02(3),
rules similar to the original use rules
in § 1.168(k)-1(b)(3) apply. In addition,
used property will satisfy the original use
requirement so long as the property has
not been previously used within the GO
Zone;

(4) The property is acquired by the tax-
payer by purchase (as defined in § 179(d)
and § 1.179-4(c)) on or after August
28, 2005, but only if no written bind-
ing contract for the acquisition of the
property was in effect before August
28, 2005. For purposes of this section
2.02(4), the rules in § 1.168(k)-1(b)(4)(ii)
(binding contract), rules similar to
the rules in § 168(k)(2)(E)i) and
§ 1.168(k)—-1(b)(4)(iii) (self-con-
structed property), and rules similar
to the rules in § 168(k)(2)(E)(iv) and
§ 1.168(k)-1(b)(4)(iv) (disqualified trans-
actions) apply; and

(5) The property is placed in service by
the taxpayer on or before December 31,
2007 (December 31, 2008, in the case of
qualified nonresidential real property and
residential rental property).

.03 Depreciable property is not eligible
for the GO Zone additional first year de-
preciation deduction if:

QY The property is
scribed in  § 168(k)(2)(D)(1)
§ L.168(k)-1(b)(2)(ii)(A)(2);

(2) The property is described in
§ 168(f);

(3) Any portion of the property is fi-
nanced with the proceeds of any obligation
the interest on which is tax-exempt under
§ 103;

(4) The property is a qualified revital-
ization building (as defined in § 14001(b))
for which the taxpayer has made an elec-
tion under § 1400I(a)(1) or (a)(2) in ac-
cordance with section 7 of Rev. Proc.
2003-38, 2003-1 C.B. 1017;

(5) The property is included in any class
of property for which the taxpayer elects
not to deduct the GO Zone additional first

de-
and
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year depreciation (for further guidance, see
section 4 of this notice);

(6) The property is described in
§ 1400N(p)(3) (for further guidance, see
section 5 of this notice);

(7) The property is placed in service
and disposed of during the same taxable
year. However, rules similar to the rules
in § 1.168(k)-1(f)(1)(ii)) and (iii) (tech-
nical termination of a partnership under
§ 708(b)(1)(B) or transactions described in
§ 168(1)(7)) apply; or

(8) The property is converted from busi-
ness or income-producing use to personal
use in the same taxable year in which the
property is placed in service by a taxpayer.

.04 The counties and parishes in Al-
abama, Louisiana, and Mississippi that
comprise the GO Zone are listed on page 2
of IRS Publication 4492, Information for
Taxpayers Affected by Hurricanes Katrina,
Rita, and Wilma, under Gulf Opportunity
(GO) Zone (Core Disaster Area).

.05 If depreciable property is not GO
Zone property in the taxable year in which
the property is placed in service by the tax-
payer, the GO Zone additional first year
depreciation deduction is not allowable for
the property even if a change in use of the
property subsequent to the placed-in-ser-
vice year of the property results in the
property being GO Zone property. See
§ 1.168(k)-1(f)(6)(iv)(B).

.06 Limitation provisions of the Code
(for example, §§ 465, 469, and 704(d)) ap-
ply and may limit the amount of the GO
Zone additional first year depreciation de-
duction that may be claimed by a taxpayer
subject to such a provision.

SECTION 3. SUBSTANTIALLY
ALL AND ACTIVE CONDUCT
REQUIREMENTS UNDER

§ 1400N(d)(2)(A)(ii)

.01 Substantially All Requirement.
Each depreciable property will meet the
requirements of § 1400N(d)(2)(A)(i) if
substantially all of the use of the property
is in the GO Zone and in the active conduct
of a trade of business by the taxpayer in
the GO Zone. For this purpose, the term
“substantially all” means 80 percent or
more during each taxable year. If greater
than 20 percent of the use of the property
either is outside the counties and parishes
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designated as being part of the GO Zone
or is not in the active conduct of a trade or
business by the taxpayer in the GO Zone,
then the property is not GO Zone property
and is not eligible for the GO Zone addi-
tional first year depreciation deduction.
The following example illustrates the
provisions of this section 3.01 and section

2.05 of this notice.

Example. A, a calendar-year taxpayer, owns and
operates a furniture store in the GO Zone. In De-
cember 2006, A purchases a new delivery truck and
places it in service for use in A’s business. The de-
livery truck is used less than 80 percent in the GO
Zone in 2006 and is used 80 percent or more in the
GO Zone in 2007 and 2008. Because the delivery
truck does not meet the substantially all requirement
described in this section 3.01 in its placed-in-service
year (2006), the truck is not GO Zone property. Thus,
the truck does not qualify for the GO Zone additional
first year depreciation deduction, regardless of the
fact that substantially all of the use of the truck is in
the GO Zone in 2007 and 2008.

.02 Active Conduct of a Trade or Busi-
ness Requirement.

(1) Trade or business definition. For
purposes of § 1400N(d)(2)(A)(ii), the term
“trade or business” has the same meaning
asin § 162 and the regulations thereunder.
Thus, property held merely for the produc-
tion of income or used in an activity not en-
gaged in for profit (as described in § 183)
does not qualify for the GO Zone addi-
tional first year depreciation deduction.

(2) Active conduct. Solely for purposes
of § 1400N(d)(2)(A)(ii), the determination
of whether a trade or business is actively
conducted by the taxpayer is to be made
based on all of the facts and circumstances.
A taxpayer generally is considered to ac-
tively conduct a trade or business if the
taxpayer meaningfully participates in the
management or operations of the trade or
business. Furthermore, for purposes of
§ 1400N(d)(2)(A)(ii), a partner, member,
or shareholder of a partnership, limited li-
ability company, or S corporation, respec-
tively, is considered to actively conduct a
trade or business of the partnership, lim-
ited liability company, or S corporation if
the partnership, limited liability company,
or S corporation meaningfully participates
(through the activities performed by itself,
or by others on behalf of the partnership,
limited liability company, or S corpora-
tion, respectively) in the management or
operations of the trade or business. Sim-
ilar rules apply to other pass-thru entities
such as trusts or estates.
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(3) Examples. The following examples
illustrate the provisions of section 3.02 of

this notice.

(a) Example 1. During 2006, MNO, a limited li-
ability company, constructs and places in service a
new apartment building in the GO Zone. MNO is
treated as a partnership for federal tax purposes. B,
a member in MNO, manages and operates this apart-
ment building for MNO. Because B manages and op-
erates the apartment building for MNO, MNO mean-
ingfully participates in the management and opera-
tions of the apartment building. Consequently, all of
the use of the apartment building is in the GO Zone
and in the active conduct of a trade or business by
MNO in the GO Zone. Accordingly, the unadjusted
depreciable basis (as defined in § 1.168(b)-1T(a)(3))
of the apartment building qualifies for the GO Zone
additional first year depreciation deduction (assum-
ing all other requirements are met). However, lim-
itation provisions of the Code (for example, § 469)
apply and may limit the amount of the GO Zone ad-
ditional first year depreciation deduction that may be
claimed by the members of MNO.

(b) Example 2. During 2006, C, an individual,
places in service a new restaurant in the GO Zone and
employs D to operate it. During 2006, C periodically
met with D to review operations relating to the restau-
rant. C also approved the restaurant’s budget for 2006
that was prepared by D. D performs all the necessary
operating functions, including hiring chefs, acquiring
the necessary food and restaurant supplies, and writ-
ing the checks to pay all bills and the chefs’ salaries.
Based on these facts and circumstances, C meaning-
fully participates in the management of the restau-
rant. Consequently, all of the use of the restaurant
is in the GO Zone and in the active conduct of a trade
or business by C in the GO Zone. Accordingly, the
unadjusted depreciable basis of the restaurant quali-
fies for the GO Zone additional first year depreciation
deduction (assuming all other requirements are met).
However, limitation provisions of the Code (for ex-
ample, § 469) apply and may limit the amount of the
GO Zone additional first year depreciation deduction
that may be claimed by C.

(c¢) Example 3. During 2006, PRS, a partnership,
constructs and places in service a new small commer-
cial building in the GO Zone and leases it to E, an
unrelated party, who uses the building as a fast food
restaurant. This building is the only property owned
by PRS. The lease agreement between PRS and E is a
triple net lease under which E is responsible for all of
the costs relating to the building (for example, paying
all taxes, insurance, and maintenance expenses) in ad-
dition to paying rent. Because of the triple net lease,
PRS does not meaningfully participate in the manage-
ment or operations of the building and the building is
not used in the active conduct of a trade or business
by PRS in the GO Zone. Accordingly, the building
does not qualify for the GO Zone additional first year
depreciation deduction.

(d) Example 4. Same facts as Example 3, ex-
cept that PRS, during 2006, constructs and places in
service two other new commercial buildings in the
GO Zone and leases these buildings to F, an unre-
lated party, who uses the two other buildings as office
space. The lease agreement between PRS and F is not
a triple net lease. G, a partner in PRS, manages and
operates the two office buildings for PRS. Because
G manages and operates the two office buildings for

591

PRS, PRS meaningfully participates in the manage-
ment and operations of the two office buildings. Con-
sequently, these two office buildings are used in the
active conduct of a trade or business by PRS in the GO
Zone. Accordingly, the total unadjusted depreciable
basis of the two office buildings leased to F' quali-
fies for the GO Zone additional first year deprecia-
tion deduction (assuming all other requirements are
met). However, limitation provisions of the Code (for
example, § 469) apply and may limit the amount of
the GO Zone additional first year depreciation deduc-
tion that may be claimed by the partners of PRS with
respect to the two buildings leased to F. Further, be-
cause the requirements of § 1400N(d)(2)(A)(ii) apply
on a property-by-property basis, the building leased
to E does not qualify for the GO Zone additional first
year depreciation deduction, as provided in Example
3.

SECTION 4. ELECTION NOT TO
DEDUCT GO ZONE ADDITIONAL
FIRST YEAR DEPRECIATION

.01 In General. Pursuant to
§ 1400N(d)(2)(B)(iv), a taxpayer may
make an election not to deduct the GO
Zone additional first year depreciation for
any class of property that is GO Zone prop-
erty placed in service during the taxable
year. If a taxpayer makes this election,
then the election applies to all GO Zone
property that is in the same class of prop-
erty and placed in service in the same
taxable year, and no additional first year
depreciation deduction is allowable for the
class of property. In addition, the depreci-
ation adjustments under § 56 apply to that
property for purposes of computing the
taxpayer’s alternative minimum taxable
income. The election not to deduct the
GO Zone additional first year depreciation
is made by each person owning GO Zone
property (for example, for each member
of a consolidated group by the common
parent of the group, by the partnership, or
by the S corporation).

.02 Definition of Class of Property.
For purposes of the election under
§ 1400N(d)(2)(B)(iv) not to deduct the
GO Zone additional first year deprecia-
tion, the term “class of property” means:

(1) Except for the property described
in this section 4.02(2), (3), (4), (5), and
(6), each class of property described in
§ 168(e) (for example, 5-year property);

(2) Water utility property as defined in
§ 168(e)(5) and depreciated under § 168;

(3) Computer software as defined in,
and depreciated under, § 167(f)(1) and the
regulations thereunder;
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(4) Qualified leasehold improvement
property as defined in § 168(k)(3) and
§ 1.168(k)-1(c) and depreciated under
§ 168;

(5) Nonresidential real property as de-
fined in § 168(e)(2)(B) and depreciated un-
der § 168; or

(6) Residential rental property as de-
fined in § 168(e)(2)(A) and depreciated
under § 168.

.03 Time and Manner of Making the
Election.

(1) In general. An election not to
deduct the GO Zone additional first year
depreciation for any class of property that
is GO Zone property placed in service
during the taxable year must be made by
the due date (including extensions) of the
federal income tax return for the taxable
year in which the GO Zone property is
placed in service by the taxpayer. The
election must be made in the manner pre-
scribed on Form 4562, Depreciation and
Amortization, and its instructions.

If a taxpayer files its 2004 or 2005 fed-
eral income tax return on or after Septem-
ber 13, 2006, then the taxpayer must fol-
low the instructions for the 2005 Form
4562 (Rev. January 2006) for the manner
for making the election not to deduct the
GO Zone additional first year depreciation
for any class of property that is GO Zone
property placed in service by the taxpayer
on or after August 28, 2005, during the tax-
payer’s taxable year beginning in 2004 or
2005 (2004 or 2005 taxable year). If a tax-
payer files its 2004 or 2005 federal income
tax return before September 13, 2006, then
see section 4.03(2) of this notice for the
procedures for making the election not to
deduct the GO Zone additional first year
depreciation for any class of property that
is GO Zone property placed in service by
the taxpayer on or after August 28, 2005,
during the taxpayer’s 2004 or 2005 taxable
year.

(2) Special rules for 2004 or 2005 fed-
eral income tax return filed before Septem-
ber 13, 2006.

(a) In general. If a taxpayer files its
2004 or 2005 federal income tax return be-
fore September 13, 2006, then the taxpayer
has made the election not to deduct the GO
Zone additional first year depreciation for
a class of property that is GO Zone prop-
erty placed in service by the taxpayer on
or after August 28, 2005, during the tax-

2006-40 I.R.B.

payer’s 2004 or 2005 taxable year, if the
taxpayer:

(1) made the election within the time
prescribed in section 4.03(1) of this no-
tice and in the manner prescribed in the
instructions for the 2005 Form 4562 (Rev.
January 2006) (that is, attach a statement
to the taxpayer’s timely filed return (in-
cluding extensions) indicating the class of
property for which the taxpayer is making
the election and that, for such class of prop-
erty, the taxpayer is electing not to claim
the GO Zone additional first year depreci-
ation deduction); or

(i1) made the deemed election provided
for in section 4.03(2)(b) of this notice.

(b) Deemed election. If section
4.03(2)(a)(i) of this notice does not ap-
ply, a taxpayer that files its 2004 or 2005
federal income tax return before Septem-
ber 13, 2006, will be treated as having
made the election not to deduct the GO
Zone additional first year depreciation
for a class of property that is GO Zone
property placed in service by the taxpayer
on or after August 28, 2005, during the
taxpayer’s 2004 or 2005 taxable year, if
the taxpayer:

(i) on that return, did not claim the GO
Zone additional first year depreciation de-
duction for that class of property but did
claim depreciation; and

(i1) does not file an amended federal tax
return for the taxpayer’s 2004 or 2005 tax-
able year on or before February 14, 2007,
or a Form 3115, Application for Change
in Accounting Method, with the taxpayer’s
federal tax return for the taxpayer’s next
succeeding taxable year, to claim the GO
Zone additional first year depreciation de-
duction for that class of property.

If a Form 3115 is filed under section
4.03(2)(b)(ii) of this notice, the Form 3115
must be filed in accordance with the au-
tomatic change in method of accounting
provisions of Rev. Proc. 2002-9, 2002-1
C.B. 327, as modified and clarified by An-
nouncement 2002-17, 2002—-1 C.B. 561,
modified and amplified by Rev. Proc.
2002-19, 2002-1 C.B. 696, and ampli-
fied, clarified, and modified by Rev. Proc.
2002-54, 2002-2 C.B. 432, or any suc-
cessor. The change in method of account-
ing from filing the Form 3115 results in
a § 481(a) adjustment. Further, the scope
limitations in section 4.02 of Rev. Proc.
2002-9 do not apply. Moreover, for pur-
poses of section 6.02(4)(a) of Rev. Proc.
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2002-9, the taxpayer should include on
line 1a of the Form 3115 the designated au-
tomatic accounting method change num-
ber “104”.

Section 1.446—1(e)(3)(ii) authorizes the
Commissioner of Internal Revenue to pre-
scribe administrative procedures setting
forth the limitations, terms, and conditions
deemed necessary to permit a taxpayer to
obtain consent to change a method of ac-
counting. In addition, section 2.04 of Rev.
Proc. 2002-9 provides that unless specif-
ically authorized by the Commissioner,
a taxpayer may not request, or otherwise
make, a retroactive change in method
of accounting, regardless of whether the
change is from a permissible or an imper-
missible method. See generally Rev. Rul.
90-38, 1990-1 C.B. 57.

.04 Revocation. An election not to
deduct the GO Zone additional first year
depreciation for a class of property that
is GO Zone property is revocable only
with the prior written consent of the Com-
missioner. To seek the Commissioner’s
consent, the taxpayer must submit a re-
quest for a letter ruling in accordance with
the provisions of Rev. Proc. 2006-1,
2006-1 I.R.B. 1 (or any successor).

.05 Failure to Make Election Not to
Deduct GO Zone Additional First Year De-
preciation. If a taxpayer does not make the
election described in section 4.01 of this
notice within the time and in the manner
prescribed in section 4.03 of this notice,
the amount of depreciation allowable for
that property under § 167(f)(1) or under
§ 168, as applicable, must be determined
for the placed-in-service year and for all
subsequent taxable years by taking into ac-
count the GO Zone additional first year de-
preciation deduction. Thus, the election
not to deduct the GO Zone additional first
year depreciation cannot be made by the
taxpayer in any other manner (for example,
through a request under § 446(e) to change
the taxpayer’s method of accounting).

SECTION 5. CERTAIN PROPERTY
NOT ELIGIBLE FOR THE GO
ZONE ADDITIONAL FIRST YEAR
DEPRECIATION DEDUCTION

.01 In General. Section 1400N(p)(1)
disallows the GO Zone additional first year
depreciation deduction for any property
described in § 1400N(p)(3). Pursuant to
§ 1400N(p)(3)(A), such property includes:
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(1) any property used in connection
with any private or commercial golf
course, massage parlor, hot tub facility,
suntan facility, or any store the principal
business of which is the sale of alcoholic
beverages for consumption off premises
(“prohibited activities”); or

(2) any gambling or animal racing prop-
erty.

.02 Prohibited Activities.

(1) Real property used for both a pro-
hibited activity and a non-prohibited ac-
tivity. Solely for purposes of § 1400N(d),
the portion of any real property (deter-
mined by square footage) that is dedicated
to any prohibited activity described in sec-
tion 5.01(1) of this notice is not eligible for
the GO Zone additional first year depreci-
ation deduction. If real property is used
for both a prohibited activity and an ac-
tivity not described in section 5.01(1) of
this notice, the portion of the real property
(determined by square footage) that is not
dedicated to the prohibited activity is eli-
gible for the GO Zone additional first year
depreciation deduction (assuming all other
requirements under § 1400N(d) are met).
For example, the GO Zone additional first
year depreciation deduction for a shopping
center that has both a suntan salon and
businesses not described in section 5.01(1)
of this notice (and that otherwise qualifies
for the GO Zone additional first year de-
preciation deduction under § 1400N(d)), is
determined without regard to the portion
of the shopping center’s unadjusted depre-
ciable basis that bears the same percentage
to the total unadjusted depreciable basis as
the percentage of square footage dedicated
to the prohibited activity (that is, the sun-
tan salon) bears to the total square footage
of the shopping center.

(2) Trade or business activity that de-
rives a small percentage of gross receipts
from certain prohibited activities.

(a) De minimis rule. Solely for pur-
poses of § 1400N(p)(3)(A)(i), a taxpayer’s
trade or business activity that has less than
10 percent of its total gross receipts de-
rived from massages, tanning services, or
a hot tub facility is not treated as, respec-
tively, a massage parlor, a suntan facility,
or a hot tub facility. Such trade or business
activity may include, for example, a physi-
cal therapy office or a beauty/day spa salon
if its gross receipts derived from massages,
suntanning, and hot tub facilities are less
than 10 percent of its total gross receipts.
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In determining whether this less than 10
percent test is satisfied, only gross receipts
from the taxpayer’s trade or business ac-
tivity that includes the massages, tanning
services, or hot tub facility are taken into
account. Further, if a taxpayer is a member
of a consolidated group, only the gross re-
ceipts of the taxpayer (and not the consoli-
dated group) are taken into account. Also,
if the taxpayer is a partnership, S corpo-
ration, or other pass-thru entity, only the
gross receipts of the pass-thru entity (and
not the owners of the pass-thru entity) are
taken into account.

(b) Definition of gross receipts. For
purposes of this section 5.02(2), the term
“gross receipts” means the taxpayer’s re-
ceipts for the taxable year that are rec-
ognized under the taxpayer’s methods of
accounting used for federal income tax
purposes for the taxable year. For this
purpose, gross receipts include total sales
(net of returns and allowances) and all
amounts received for services. In addition,
gross receipts include any income from in-
vestments, and from incidental or outside
sources. For example, gross receipts in-
clude interest (including original issue dis-
count and tax-exempt interest within the
meaning of § 103), dividends, rents, roy-
alties, and annuities, regardless of whether
the amounts are derived in the ordinary
course of the taxpayer’s trade or business.
Gross receipts are not reduced by cost of
goods sold or by the cost of property sold if
such property is described in § 1221(a)(1),
(3), (4), or (5). With respect to sales of
capital assets as defined in § 1221, or sales
of property described in § 1221(a)(2) (re-
lating to property used in a trade or busi-
ness), gross receipts are reduced by the
taxpayer’s adjusted basis in such property.
Gross receipts do not include the amounts
received in repayment of a loan or simi-
lar instrument (for example, a repayment
of the principal amount of a loan held by
a commercial lender). Finally, gross re-
ceipts do not include amounts received by
the taxpayer with respect to sales tax or
other similar state and local taxes if, un-
der the applicable state or local law, the tax
is legally imposed on the purchaser of the
good or service and the taxpayer merely
collects and remits the tax to the taxing au-
thority. If, in contrast, the tax is imposed
on the taxpayer under the applicable law,
then gross receipts include the a